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IBRD Loan to Belgian Congo 


The World Bank on November 27 made a loan equiv- 
alent to US$40 million for road construction and improve- 
ment that form part of the Ten Year Plan for the develop- 
ment of the Belgian Congo. The loan will cover the cost 
of imported equipment, materials, and services required 
for work on the highway system during the four years 
1957-60. 

Nine investment institutions, five of them representing 
investors outside the United States, are participating in 
the loan to a total of $5,260,000. The participants include 
The Royal Bank of Canada; The Chase Manhattan Bank; 
Brown Brothers Harriman and Company; The New York 
Trust Company; The First National City Bank of New 
York; Belgian-American Banking Corporation, New 
York; and Swiss Credit Bank, New York. The amount 
taken up represents the whole of the first four maturities 
and $100,000 of the fifth; these maturities fall due from 
February 196] through February 1963. The participa- 
tions are without the guarantee of the Bank. 

The project, estimated to cost the equivalent of $70 
million, involves the construction of 1,200 kilometers of 
new highways, the improvement of 900 kilometers of 
existing roads, and the preparation for mechanized main- 
tenance of a further 3,300 kilometers. One of the new 
highways will provide an all-weather link between Leo- 
poldville, the capital, and the Atlantic Ocean port of 
Matadi, passing through an agricultural region offering 
opportunities for larger food production; another will 


Agricultural Policy 

A study of agricultural policies abroad, recently issued 
by the U.S. Department of Agriculture, finds that gov- 
ernment intervention in agriculture is standard practice 
throughout the world. Foreign-trade regulation in some 
combination with internal-market regulation is a system 
that is commonly used to support commodity prices. The 
study reviews policies in 49 countries. 

In industrialized countries, the goal is mainly to raise 
the income of the farm population. On the other hand, 
in underdeveloped countries, stress is laid chiefly on 
increasing production. This purpose is threefold: to 
provide better diets; to provide raw materials for grow- 
ing industries; and to export more farm commodities to 
help pay for capital goods needed in economic develop- 
ment. 

In order to carry out their policy objectives, prac- 


connect important mining centers in the province of 
Katanga; a third will provide access to the East African 
Railways in Uganda for shipment of exports through the 
Indian Ocean port of Mombasa. Improvement of the road 
from the northeastern highlands to Stanleyville on the 
Congo River will facilitate the marketing of coffee and 
rubber for export and of foodstuffs for local consump- 
tion. Improved road transport is urgently needed in the 
Belgian Congo to encourage the change from subsistence 
agriculture to cash-crop cultivation, to open up tracts of 
unused land, and to allow for further growth of industrial 
employment. The Bank’s loan will provide assistance in 
this sector, and at the same time help to maintain the rate 
of expenditure on the Ten Year Plan. 

With this new loan, the IBRD will have loaned the 
equivalent of $110 million for development in the Belgian 
Congo. In 1951 it loaned a total of $70 million to Bel- 
gium and the Belgian Congo, the proceeds of both loans 
being used for the Ten Year Plan. 


The new loan is for 18 years and bears interest at 6 
per cent, including the 1 per cent commission credited to 
the Bank’s Special Reserve. Amortization begins in Feb- 
ruary 1961 and ends in February 1976. The loan is guar- 
anteed by the Kingdom of Belgium. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
November 27, 1957. 


tically all countries rely heavily on some form of trade 
regulation. On the other hand, with the postwar improve- 
ment in balances of payments (particularly in Western 
Europe), farm imports have been liberalized. Internal 
market and price regulations are coupled with foreign- 
trade controls as instruments of agricultural policy. Fixed 
or support prices are widespread. In the United Kingdom 
and a few other countries, the emphasis is on direct 
subsidization of incomes. Market prices are allowed to 
find their own level, and the Government makes up the 
difference between the market price and the guaranteed 
price. Market regulations are also used in some coun- 
tries to even out the seasonal flow of market supplies and 
to equalize prices, to restrict the volume of deliveries, or 
to control trade completely.. Canada, Australia, New 
Zealand, Argentina, Brazil, the Netherlands, and Sweden 
all have marketing boards for their most important 
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agricultural products. Direct regulation of production 
is practiced in several countries. In Egypt, not more than 
one third of the cultivated land may be planted to cotton 
and not less than one third to wheat. Cuba has restricted 


the harvesting of sugar cane in several recent years. 


Source: Department of Agriculture, Agricultural Policy 
of Foreign Governments, Washington, D.C., 
September 1957. 


Japan and the General Agreement on Tariffs and Trade 


The problem of the invocation against Japan of Arti- 
cle XXXV of the General Agreement on Tariffs and 
Trade (GATT) was on the agenda of the Twelfth Session 
of the Contracting Parties. This was the third time that 
the problem had been placed on the agenda of a GATT 
session. In September 1955, when Japan acceded to the 
General Agreement, a number of contracting parties 
invoked Article XXXV, which enables individual contract- 
ing parties to refrain from applying important GATT 
provisions to Japan. At the end of the Tenth Session, the 
Chairman recommended that consultations, already ini- 
tiated with a view to extending the provisions of the 
GATT fully to Japan, should be continued between Japan 
and the Governments concerned. At the Eleventh Session, 
the Contracting Parties reaffirmed the recommendation 
that consultations should continue and . instructed the 
Intersessional Committee to keep the matter under review 
and to report to the Twelfth Session. The 15 countries 
which at present invoke Article XXXV are Australia, 
Austria, Belgium, Cuba, France, Ghana, Haiti, India, 
Luxembourg, Malaya, the Netherlands, New Zealand, the 
Federation of Rhodesia and Nyasaland, the Union of 
South Africa, and the United Kingdom. 


At the Twelfth Session, the representative of Japan 
noted that some progress had been made in the past year. 
Brazil had withdrawn the invocation of Article XXXV 
with the coming.into effect of its new tariff; and, when 
a trade agreement was signed between Australia and 
Japan in July, the Australian Government expressed its 
wish to enter into discussions with the Japanese Govern- 
ment within three years to explore the possibility of fully 
applying the GATT between the two countries. However, 
it was a source of great disappointment that there re- 
mained a number of countries which show no sign of 
revoking the application of Article XXXV. The Japanese 
Government, he said, had endeavored to solve the problem 
in a bilateral manner with some of the invoking coun- 
tries, but without success. At this Session, they were con- 
fronted with a new situation, viz., the accession of Ghana 
and Malaya to the GATT; this was accompanied by their 
suceession to the legal status of their former mother 
country (the United Kingdom), which had invoked Arti- 
cle XXXV against Japan. He hoped that these two 
countries would reconsider the matter as soon as prac- 
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ticable in the light of the friendly relations that obtain 
between them and Japan. 

Referring to certain apprehensions entertained by some 
countries regarding imports of Japanese products, the 
Japanese representative said that these misgivings were 
groundless or exaggerated. Any problem that might arise 
could find a satisfactory solution within the scope of the 
GATT. In the experience of the past three years, no 
insoluble problem had arisen between Japan and: the 
countries with which it enjoyed GATT relations. The 
Japanese Government believed, he said, that in order to 
promote Japanese exports which are essential for the 
maintenance and expansion of its national economy Japan 
should not be denied the right to participate in economic 
competition under fair and equitable conditions all over 
the world, 

The Japanese representative pointed out that the prob- 
lem was closely associated with the European Economic 
Community, that it was assumed that the Community will 
eventually apply a single common tariff to the contracting 
parties, including Japan, and that the Community as an 
entity was expected to enter into tariff negotiations with 
the contracting parties during the transitional period. It 
was presumed, therefore, that the circumstances. in which 
four of the member countries (Belgium, Luxembourg, 
France, and the Netherlands) of the Common Market are 
invoking Article XXXV against Japan would be brought 
to an end in connection with the expected tariff negotia- 
tions. GATT had had no other problem which could not 
be settled amicably with the understanding and coopera- 
tion of contracting parties. It would therefore be regret- 
table if they were to see an exception to this honorable 
tradition by failing to solve the question of Article XXXV. 


The Australian representative referred to the recent 
trade agreement with Japan under the terms of which 
Australia had applied most-favored-nation treatment to 
Japan, thus removing all import licensing and tariff 
discrimination against Japanese goods. In return, Aus- 
tralia had received from Japan certain defined treatment 
for specific goods which constituted equivalent most- 


favored-nation treatment for Australia. In the trade 
agreement, the Australian Government had indicated its 
intention to examine, during the term of the agreement, 
the possibility of bringing about full GATT relationship 
with Japan. 

The representative of the United States said that the 
U.S. Government fully supported Japan’s hopes that the 
countries still invoking Article XXXV_ would revoke the 
application of this Article. He was encouraged by the 
action of Brazil and Australia, and he hoped that the 
coming year would see further removals of the use of 
Article XXXV. 

The representative of Pakistan said that it seemed that 
bilateral discussions had not yet produced satisfactory 
results. He stressed his concern as to the effects on the 
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Contracting Parties as a whole of continuing resort to 
Article XXXV and expressed the hope that more prog- 
ress could be made before the next Session. 

The Indian representative said that India already 
grants Japan most-favored-nation treatment on tariffs, 
and in applying quotas it makes no discrimination against 
Japan. However, it was necessary to maintain resort to 
Article XXXV to allay the fears of industries as a result 
of: past and current experiences. He hoped that it would 
be possible for India to give up resort to Article XXXV 
in the fairly near future. 

The representative of Rhodesia and Nyasaland said 
that, although his Government was not able to withdraw 
the application of Article XXXV, bilateral. discussions 
with Japan had recently been initiated in order to achieve 
more liberal treatment. These discussions were pro- 
ceeding. Y 

The Brazilian representative said that his Government 
had suspended the application of Article XXXV with the 
intention of holding tariff negotiations with Japan. He 
hoped that Japan would receive fair treatment by all 
contracting parties and that Article XXXV would not be 
used except in extreme necessity. 

The representative of New Zealand said that bilateral 
discussions had been initiated with a view to improving 
New Zealand’s trade relations with Japan and that these 
would shortly be resumed. 

The Canadian representative said that since Japan's 
accession to GATT there had been an expansion of trade 
between Japan and Canada. This indicated that it is 
possible to work out mutually beneficial trade relations 
with Japan. 

The representative of Czechoslovakia said that GATT’s 
mission can be achieved only when all members are par- 
ticipating equally. His Government had supported 
Japan’s accession and applied most-favored-nation treat- 
ment to Japan. Trade relations between Czechoslovakia 
and Japan had now begun to develop. 

The representative of the Federation of Malaya said 
that the Federation had only recently become a contract- 
ing party and there had not been much time to examine 
the rights and obligations which existed before its inde- 
pendence. His Government had therefore not yet been 
able to give detailed consideration to the application of 
Article XXXV. The matter would receive consideration, 
however, as soon as the Japanese Government approached 
the Government of the Federation of Malaya. 

The representative of the United Kingdom said that the 
White Paper of April 1955, in which U.K. policy was 
set forth, explained that Japan received most-favored- 
nation treatment so far as tariffs were concerned and 
that quota arrangements were mutually agreed. The 
U.K. Government had further expressed the hope that 
the United Kingdom’s trading relations with Japan and 
Japan’s trading relations with the rest of the-world would 
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develop so as to allow the United Kingdom, in due 
course, to withdraw the application of Article XXXV. 
While it was regretted that it had proved necessary to 
invoke this Article, the U.K. position had not changed 
since the publication of the White Paper. — 

The representatives of Denmark and Sweden sup- 
ported the Japanese statement. 

The French representative said that the French Gov- 
ernment was not able at the present time to modify its 
position regarding resort to Article XXXV. Negotiations 
had been undertaken, however, with a view to improving 
commercial relations between France and Japan, .and 
had recently resulted in the signature of a trade agree- 
ment. Under the terms of this agreement, Japanese prod- 
ucts were included in the list of goods annexed to the 
agreement benefiting from minimum tariff rates when 
imported into France.  Cecgemaben ra tee esti 

The representative of the Netherlands said that the 
position of the Netherlands in this matter had not changed. 
The matter was, however, under constant study in The 
Hague. 

The Chairman of the Twelfth Session noted the friendly 
tone of the speeches which had been made, and there was 
general support for the matter to reappear on the agenda 
of the Thirteenth Session, when it was hoped that the 
report would indicate progress. 

Source: General Agreement on Tariffs and Trade, Press 
Release, Geneva, Switzerland, November 25, 
1957. 


Europe 


U.K. Investment 


The U.K. Treasury has stated in its latest monthly 
Bulletin for Industry that any increase in total investment 
in the United Kingdom in 1958 is unlikely. Earlier fore- 
casts of capital expenditure in 1958, made before the 
increase in the bank rate and other. measures. announced 
at the same time, had indicated that there would be no 
increase by manufacturing industry. In addition, resi- 
dential and commercial building are expected to prove 
particularly sensitive to higher rates of interest, and 
capital expenditure by the public sector is to be held 
constant—in money terms—for the next two years. In 
view of this, any increase in total investment would seem 
unlikely. The rate of increase over the previous year 
has been leveling off since 1955, and three months be- 
fore the increase in the bank rate it had dropped to 5 per 
cent. At that time, capital expenditure by manufacturing 
industry (the largest item in the total), which had risen 
by 37 per cent between 1953 and 1956, already appeared 
to have reached a peak. Investment in housing, the second 
largest item, has been falling steadily since 1954. 

While total investment has been rising, there has been 
a corresponding increase im savings. In particular, the 
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share of personal savings has been expanding—from just 
over one third in 1953 to two fifths last year. A little 
more than half of last year’s personal savings was made 
up of National Savings, building society shares and 
deposits, and savings through life assurance and super- 
annuation schemes. A parallel trend in recent years has 
been the increasing proportion of private (as against 
public sector) investment in the total; this rose from less 
than 50 per cent in 1954 to over 56 per cent last year. 
The increase was due mainly to the increase in company 
expenditure on the one hand and the decline in housing 
expenditure by local authorities on the other. 

Source: The Financial Times, London, England, Novem- 

ber 22, 1957. 


Credit Restrictions in France 


It was announced late in November that the ceilings 
on individual banks’ rediscounts at the Bank of France 
would be reduced by 15 peryeent as of December 2. The 
ceilings had already been reduced by 10 per cent on 
July 10 and by another 10 per cent on August 10 (see 
this News Survey, Vol. X, p. 61). For central bank credit 
above their individual rediscount ceilings, banks have to 
pay a penalty rate of 7 per cent for above-ceiling redis- 
counts not exceeding one tenth of the ceiling, and a 
penalty rate of 10 per cent for further central bank credit. 


Source: Le Monde, Paris, France, November 25, 1957. 


First Effects of Finnish Devaluation 


The effects of the September 15 devaluation of the Finn- 
ish markka (see this News Survey, Vol. X, pp. 89 and 
116) have so far been apparent mainly in the foreign 
exchange position and the money market. It is still too 
early to forecast what the process of adaptation following 
the devaluation and the large-scale liberalization of 
imports will mean to the economy as a whole. 

From mid-September to the end of October, the foreign 
exchange reserves of the Bank of Finland rose by more 
than US$34 million, of which $20 million was in U.S. 
dollars and the currencies of the countries of the Western 
European arbitrage group. At the end of October, gold 
and foreign exchange reserves totaled $110 million, or 
about the same as at the end of 1956. It is believed that 
this improvement was temporary, since it was due mainly 
to predevaluation speculation. Since payment for the 
liberalized imports, except raw materials and capital 
goods of large size, has to be made before the goods are 
cleared at customs, the yolume of imports is not expected 
to grow very much as long as the money market is tight. 

The increase in foreign exchange reserves has tempo- 
rarily eased the money market, as exporters have used 
the proceeds of their sales of foreign exchange to reduce 
bank loans or imerease their checking accounts. The 
banks have used their increased liquidity to reduce their 
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rediscounts at the Bank of Finland and not to extend 
credit, as it is understood that the easing of the money 
market will be only temporary. One cause of the tighten- 
ing of the money market is the payment in mid-November 
of the export levy introduced in connection with .the 
devaluation. The need for credit will increase as stocks 
of import goods have to be replenished at higher prices. 
Consequently, the commercial banks have had to prepare 
for future credit requirements, since the progressive pen- 
alty rates charged by the Bank of Finland for rediscounts 
effectively reduce the banks’ enthusiasm for rediscounting. 
The balance on the Treasury’s account with the Bank 
of Finland has also risen slightly as a result of the 
stabilization measures taken and also, in part, of sea- 
sonal changes. The revenue surplus has actually been 
increasing, but it has been used to settle payments arrears. 
The effect of the devaluation on prices has been fairly 
small. The cost of living index, which was 125 (Octo- 
ber 1951=100) in August, rose to 127 in October. Part 
of this increase was due to the annual adjustment of rents 
in the October index. The index of wholesale prices rose 
from 1919 (1935=100) in August to 2080 in October. 
The full impact of the new import prices will not be felt 
in the general price level for many months. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, November 1957. 


West German Federal Budget 


The new Minister of Finance of the Federal Republic 
of Germany, Mr. Franz Etzel, at his first press conference 
in his new capacity on October 30, announced his inten- 
tion to revise the fiscal administration, the federal budget, 
and the tax system. He stated that he is against a further 
increase in federal expenditure; as the last legislature 
decided upon increased spending, the most urgent task 
now is to let revenue rise to the same amount. If expen- 
diture in some sectors is unavoidable, spending will have 
to be curtailed elsewhere. He stated further that actual 
expenditure and revenue should balance in a fiscal year— 
referring undoubtedly to the accumulation of cash re- 
serves in recent years—and that he is as much against a 
policy leading to surpluses as he is against a policy of 
deficit spending. A budget should not include any expen- 
diture that is not actually to be made in that fiscal year. 

The Minister does not believe that all rearmament 
expenditure should be financed out of ordinary revenue, 
but he declined to commit himself concerning other: 
sources of financing for this purpose. Therefore, consid- 
erable speculation has arisen regarding the possibility 
of utilizing part of the official gold and foreign exchange 
holdings for the payment of armament purchases,abroad. 
It is assumed that, after its current cash reserves have 
been exhausted, the Federal Government would finance 
such expenditure by the issue of treasury bills. The-limit 
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up to which the Federal Government may borrow from 

the Deutsche Bundesbank has been fixed at DM 3 billion, 

and it appears probable that this limit would apply to 
any borrowing that might be made for armament pur- 
chases. 

Sources: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, November 1, 1957, and Der Volkswirt, 
November 9, 1957, Frankfurt am Main, Ger- 
many; Deutsche Zeitung und Wirtschafts Zei- 
tung, Stuttgart, Germany, November 9, 1957. 


Price Controls in Turkey 


In an effort to stabilize the price level and to check 
commodity speculation, the Turkish Government took 
various measures in the second half of November to 
enlarge the scope of the law on price controls and to 
reinforce some of its provisions. A notice of November 17 
of the Ministry of Commerce instructed all firms and 
individuals producing or dealing with cotton, and/or 
owning more than 200 kilos of cotton, to declare their 
stocks; the declared merchandise cannot be transferred 
or displaced until further notice. Furthermore, a maxi- 
mum price of LT 3.65 per kilo for Akala I cotton was 
established for transactions after November 18. Exports 
of cotton were made subject to licensing by the Depart- 
ment of Foreign Trade of the Ministry of Commerce; and 
the Cukurova Sales Cooperative (Adana) and the Union 
of Sales Cooperatives of Cotton of Izmir were made sole 
agents authorized to handle permitted cotton exports. 
These measures were taken to curb a rise in cotton prices, 
which had been developing steadily since the middle of 
the year. The 1957 cotton harvest has been disappoint- 
ing, bringing in about 110,000 tons, compared with 
140,000 tons last year. Local prices reached LT 6-7 per 
kilo, about three times the world price. The smaller crop 
this year will make necessary either less consumption of 
cotton in the domestic economy or a sharp reduction in 
cotton exports. — 

Effective November 17, the governors of the provinces 
(Valis) were authorized to take all measures necessary 
to inventory stocks of food products held by producers 
or individuals. Several communiqués of the Ministry of 
Commerce established for a number of food products, 
particularly vegetable oil and cheese, the same obliga- 
tions with regard to inventory statements as those de- 
scribed above for cotton. In addition, price ceilings were 
established for olive, cottonseed, and sunflower oil, cheese, 
rice, flour, beans, and oranges and various other kinds 
of fruit. The functions of the Price Control Administra- 
tion were enlarged to ensure that these ceiling prices are 
effective. The Government increased the number of spe- 
cial market places in which state enterprises sell essential 
consumér goods directly to the consumers, i.e., without 
private intermediaries. 
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Other measures regulate the imports and the selling 
price of newsprint and the sale and price of textile goods. 
Woolen textiles will be rationed; each person will be 
allocated a given quantity twice a year. The Ministry of 
Commerce also stated that, since prices of textiles pro- 
duced and sold by the private sector are considerably 
higher than those of the state-controlled Siimerbank, an 
investigation will be made ‘of the costs and prices of 
private producers and sellers, to bring about a reduction 
in domestic prices for textiles. Another measure extends 
the tax reduction on raw materials to exports of finished 
yarns and to certain categories of yarns to be sold in 
Turkey. 


Sources: Le Journal d’Orient, Istanbul, Turkey, Novem- 
ber 18 through November 28, 1957. 


Middle East __ 
Economic Agreement Between Syria and U.S.5.R. 


An economic agreement signed by Syria and the 
U.S.S.R. on October 28 contains 11 articles. Article 2 
states that the Soviet Government, through Soviet organ- 
izations, will carry out studies, blueprints, and explora- 
tions and will supply Syria with materials, equipment, 
and machinery needed to implement the projects. listed 
in an attached schedule. The Soviet Government also 
undertakes to give technical assistance for the purpose of 
setting up these projects, supervising them, controlling 
the equipment, and putting them on a working basis. The 
Syrian Government will organize the work and provide 
the necessary local labor, material, and equipment. The 
Soviet Government will grant the Syrian Government the 
credit necessary to cover the expenses connected with the 
work, studies, surveys, and preparation of the blueprints 
carried out by the Soviet organizations; for the material 
and equipment needed for the projects which will be 
supplied to Syria hy the Soviet. Union; for. the travel 
expenses of the Soviet experts from the Soviet Union to 
Syria and from Syria to the Soviet Union (the experts 
being those who will supply technical assistance in 
accordance with the agreement); and for the expenses 
of training Syrian experts, both industrially and tech- 
nically, in the Soviet Union. Contracts will be concluded 
between the Syrian and Soviet organizations concerned 
regarding specific studies, surveys, supplies, and tech- 
nical assistance. 

The credit from the U.S.S.R. will be in rubles on the 
basis of 0.22168 grams of pure gold per ruble. The prices 
of the Soviet material and equipment will be fixed on 
the basis of world market prices. The amounts advanced 
by the Soviet Government under the agreement, together 
with interest at the rate of 24% per cent per year, will be 
repaid by the Syrian Government either in Syrian goods 
or in freely convertible currencies, in accordance with an 
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agreement to be concluded between the Syrian Central 
Bank and the Soviet State Bank. Repayment of each part 
of the credit will be made in equal installments over 12 
years beginning with the year following that in which 
each part of the credit is actually used. 

The schedule attached to the agreement lists 19 studies 
and projects to be undertaken by Syria with Soviet aid; 
11 of the projects are for irrigation and power: They 
cover the entire Euphrates project; studies and equipment 
for the dam and hydroelectric power station on the 
Euphrates, as well as a line to carry electric power to 
Aleppo; smaller dams and hydroelectric power stations 
at Homs and on the Yarmouk River; other small projects 
on the upper part of the Orontes River; a survey of the 
Valley of the Nahr Al Kabir; 2 thermal stations in 
Damascus and Aleppo; and irrigation surveys and instal- 
lations and water exploration in various parts of the 
country. The chief communications scheme is the build- 
ing of the Aleppo-Kamichli railway line of 500 kilometers 
and the prolongation of the Homs-Akkari line to the 
Syrian coast up to Latakia. Other projects to be carried 
out under the agreement include oil exploration over an 
area of 50,000 square kilometers, a search for iron, man- 
ganese, chrome, and amianthus, the drawing up of a 
geological survey map, the construction of a fertilizer 
factory, and the setting up of a laboratory for agricultural 
research. 

According to the Syrian Ministry of Economy, prelim- 
inary estimates indicate that the total cost of the projects 
will be in the neighborhood of LS 2,000 million (ap- 
proximately US$560 million). Of the total, LS 600 
million will be used for studies, the rental and purchase 
of machinery, and other requirements needed from 
abroad, and about LS 1,400 million will be spent in Syria. 
The Syrian Development Board is to prepare a program 
of work to be submitted to the Syrian Economic Council 
and the Cabinet. Appropriations for the program will 
be included in the budget to be voted by Parliament. 
Each project to be carried out with the aid of the Soviet 
Union will be the subject of a separate agreement within 
the framework of the general agreement. 

Sources: Middle East Economic Digest, November | and 
8, 1957, and The Financial Times, November 7, 
1957, London, England. 


Iranian Foreign Trade 


Provisional. figures on Iran’s foreign trade indicate 
that imports in the year ended March 20, 1957 were 
Rls 20.1 billion, compared with Rls 24.0 billion in the 
preceding year. Exports were practically unchanged, at 
about Ris 8 billion. The export figures do not inelude 
oil exports, which, according to Iranian statistics, 
amounted to Ris 15.8 billion during the year! ended 
March 20, 1957. The foreign trade deficit is covered by 
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oil revenues, which represent the main revenue item, in 

the balance of payments, and considerable U.S. aid. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., November 1957. 


Far East 
India's Food Problems 


The Government of India is seriously concerned about 
the developing food shortage. The major causes of the 
shortage are (1) lower output, owing mainly to floods and 
drought, (2) a decline in official stocks of imported food- 
grains, and (3) the inability to increase food imports 
substantially, owing to the adverse foreign exchange 
position. Moreover, in West Bengal the influx of refugees 
from East Pakistan has increased the demand for food. 
In view of the general inflationary trend and the hoarding 
of foodgrains by producers, the Indian authorities esti- 
mate that deficit financing totaling Rs 10 billion (US$2.1 
billion) during the period of the Second Five Year Plan 
would be excessive unless domestic food production can 
be increased and prices kept at a reasonable level. 


The Foodgrains Enquiry Committee, which was ap- 
pointed in June to investigate various problems pertain- 
ing to the production, distribution, and prices of food- 
grains, has submitted its report with recommendations 
to the Central Government, and the Minister of Food and 
Agriculture has placed it before Parliament. The Com- 
mittee has recommended the establishment of a Price 
Stabilization Board, which would formulate policy in 
regard to foodgrain prices, and also the establishment 
of an organization to implement that part of the policy 
and program, framed by the Board, relating to purchase 
and sale operations. The view of the Committee is that 
the solution of India’s food problem must “lie some- 
where between complete free trade and full control,” and 
that full control should be resorted to only in case of 
emergency, such as war, famine, or extreme inflationary 
pressure. Another measure suggested by the Committee 
is what it describes as “socialization of trade” in food- 
grains—i.e., government control over wholesale trade 
in foodgrains. 

The Committee has also recommended the annual im- 
portation of 2-3 million tons of foodgrains (even in a 
normal year) during the next few years, They estimate 
that, under normal conditions, the demand for foodgrains 
in 1960-61 will be approximately 79 million tons, com- 
pared with a domestic output of approximately 77 million 
tons, so that there is likely to be a deficit of about 2 
million tons per annum even at the end of the Second 
Five Year Plan period. ” 
Sources: Eastern World, London, England, November 

1957; Information Service of India, /ndiagram, 
Washington, D. C., November 20, 1957. 
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Abolition of Thai Import Quotas for Automobiles 


The Ministry of Economic Affairs. of Thailand an- 
nounced on October 12 that the quota restrictions on 
imports of passenger cars had been removed and that 
the 50 per cent import duty on cars might be raised. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., November 11, 1957, 


Further Easing of Credit Restrictions in Viet-Nam 


A communiqué of October 29, 1957 of the Department 
of National Economy of Viet-Nam authorizes importers 
to use the remaining VN$150,000 of the cash bond of 
VN$350,000 which they had to deposit with the General 
Treasury under the registration system inaugurated in 
June 1996, (see this News Survey, Vol. IX, p.52) . Partial 
reimbursement of this cash bond was started in May of 
this year in order to relieve the scarcity of funds which 
was then slowing down the flow of imports (see this 
News Survey, Vol. X, p. 53). 

Source: The Times of Viet-Nam, Saigon, Viet-Nam, No- 
vember 2, 1957. 


United States and Canada 
Recent Developments in U.S. Commercial Policy 


Upon recommendation of the Tariff’ Commission, 
President Eisenhower announced on October 23 that im- 
port restrictions on dried figs and fig paste were not 
warranted under Section 22 of the Agricultural Adjust- 
ment Act. The Tariff Commission’s recommendation was 
in response to a request of the President in July to as- 
certain whether imports were interfering with price- 
support or marketing programs. 


On the same day, the President imposed a one-year 
tariff quota on imports of almonds, providing for a fee 
of 10 cents per pound on imports in excess of five million 
pounds, 

The President has accepted a Tariff Commission rec- 
ommendation that, effective December 30, the ad valorem 
duty on imports of safety pins should be raised from 
224% per cent to 35 per cent. He stated that the increase 
was necessary to protect the domestic industry against 
serious injury by imports. A Tariff Commission decision 
that the present regulation of imports of dates is adequate 
was concurred in by the President. 

Sources: Department of State, Bulletin, Washington, 
D. C., November 25, 1957; The Wall Street 
Journal, New York, N. Y., December 2, 1957. 


U.S. Planned Investment in Plant and Equipment 


U.S. firms now plan to reduce investment in plant and 
equipment in 1958 by°7 per cent! from the-1957 rate, ac- 
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cording to McGraw Hill’s preliminary annual survey of 
business plans for capital expenditures. This reduction, 
the first since 1954, would lower capital outlays to $36.6 
billion, from an estimated rate of $38.6 billion this year. 
The planned rate. of investment in 1958 is, nevertheless, 
20 per cent above the 1955 rate. 

Most companies plan to spend.as much in 1959 as in 
1958, the survey reveals; but since the majority of the 
answering firms intend to maintain or increase their 
expenditures on research and development in 1958, a 
substantial increase in investment. expenditures is  ex- 
pected after 1959 as a result of these research programs. 


Manufacturing industries, which account for 40 per 
cent of total business investment, expect to decrease their 
expenditures for plant and equipment by 16 per cent, 
thus accounting for most of the decrease in total invest- 
ment next year. The reduction in mantfactiring in- 
vestment is attributable primarily to’ the ‘growth’ in 
capacity and the leveling out of production this year. As 
a result, manufacturing operations have been lowered to 
82 per cent of capacity; these companies generally at- 
tempt to operate at 90 per cent of capacity. The largest 
decrease in capital spending among this group is ‘ex- 
pected to be in the nonferrous metals industries, with a 
reduction of 38-per cent. Iron and steel expenditures 
are expected to fall by 24 per cent, and investment by the 
automobile industry is expected to drop by 30 per cent. 
Meanwhile, capital outlays in the electrical machinery 
industry are expected to increase by 13 per cent, thus 
partially offsetting declines in other lines. 

Source: The Journal of Commerce, New York, N. Y., 
November 8, 1957. 


Interest Rates in Canada 


Following a decline in interest rates on short-term 
and long-term securities, the discount rate of the Bank of 
Canada fell sharply, to 3.76 per cent, on November 21. 
The rate had been 3.99 per cerit a week earlier, and it 
had reached a peak figure of 4.33 per cent on August 22 
(see this News Survey, Vol..X, p. 78). The decrease 
in the discount rate from week to week in November was 
the largest since the present system of fixing the rate 
once a week, at 14 per cent above the average yield for 
treasury bills, was established about a year ago. 

Canadian banks reduced their interest-rate on prime 
loans by 4 per cent, to 54% per cent, effective Decem- 
ber 2, The rate had been raised to 534 per cent on 
August 26. It may be assumed that the reduction in the 
prime rate, which reflects.a smaller demand for bank 
loans, will be an influence in, lowering rates on all. other 
bank loans. 


The interest»rate on loans of the Industrial Develop- 
ment Bank—a subsidiary of the Bank of Canada, which 
provides capital assistance, particularly for ‘small: indus- 
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trial enterprises—has been cut from 61% per cent to 6 
per cent. 


Sources: The Globe and Mail, November 22 and 28, 
1957, and The Financial Post, November 23, 
1957, Toronto, Canada. 


Latin America 
Extension of Bolivia's Stand-By Arrangements 


The one-year stand-by arrangements of the Interna- 
tional Monetary Fund and the U.S. Treasury with Bolivia 
(see this News Survey, Vol. IX, p. 197) have been ex- 
tended by one month, to the end of December of this 
year. Under the original arrangement with the Fund, 
which made $7.5 million available, Bolivia purchased 
$3 million in December 1956 and $1 million in January 
1957. It has not drawn upon the $7.5 million made 
available by the U.S. Treasury. 


Source: The Journal of Commerce, New York, N. Y.., 
November 26, 1957. 


Argentine Signing of Paris Club Arrangement 


On November 25, the Argentine Government signed the 
final agreement with 11 European Governments that per- 
mits free multilateral trading within the group. This 
arrangement, known as the Paris Club, had first begun 
to operate on July 2, 1956 (see this News Survey, Vol. IX, 
p. 9). The countries covered by the pact are Austria, 
Belgium-Luxembourg, Denmark, France, the Federal Re- 
public of Germany, Italy, the Netherlands, Norway, 
Sweden, Switzerland, and the United Kingdom. 

At the same time, agreements were signed on the final 
consolidation of the major part of the short-term debt 
of Argentina. Debts totaling $441.6 million as of June 30, 
1956 owed to 5 European countries and to Japan were 
consolidated into a debt repayable in eight annual in- 
stallments, with all but $1 million to be paid by June 30, 
1965. Except for the debt to the Netherlands, which is 
relatively small and is accorded quicker repayment, the 
arrangement provides for equal treatment of each coun- 
try, and any later concession to one country will apply 
to all, Interest of 344 per cent is to be paid. 

Source: La Nacién, Buenos Aires, Argentina, Novem- 
ber 24, 1957. 


Other Countries 
Australian Gold Exports 


Sir Arthur Fadden, the Australian Federal Treasurer, 
stated in the House of Representatives on November 12 
that all gold produced in Australia is sold to the Com- 
monwealth Bank. The Government permits sales of gold 
to producers who, in turn, resell it overseas. All exports 
of Australian gold have to be approved by the Common- 
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wealth Bank. Approval is given when the return is to be 
received in U.S. dollars. In the past four years nearly all 
gold shipped overseas went to Macao, whence it was re- 
exported through Hong Kong to Burma, South Viet-Nam, 
and Indonesia. It is understood that the Mainland 
Chinese Government no longer permits imports of gold. 
Source: The Times, London, England, November 13, 
1957. 


Economic Council in Federation of Rhodesia and Nyasaland 


The Government of the Federation of Rhodesia and 
Nyasaland has established an Economic Advisory Coun- 
cil under the chairmanship of Mr. A. P. Grafttey-Smith, 
Governor of the Bank of Rhodesia and Nyasaland. The 
Council will include three senior civil servants concerned 
with economic affairs, and representatives of agriculture, 
commerce, the commercial banks, manufacturing indus- 
try, and mining. Its function will be to advise the Federal 
Government on certain special aspects of economic policy. 
The first subject to be referred to the Council will be 


the Government’s immigration policy. 


Source: The South African Mining and Engineering 
Journal, Johannesburg, Union of South Africa, 
October 4, 1957. 


Fund Transactions 


The record published in /nternational Financial Statis- 
tics, December 1957, shows that in September Chile re- 
purchased from the Fund the equivalent of $12.3 million 
and, under its stand-by arrangement of April 1956, 
purchased $12.5 million. The Netherlands purchased 
$68.75 million and also concluded a stand-by arrange- 
ment under which an additional $68.75 million may be 
drawn through September 11, 1958 (see this News Survey, 
Vol. X, p. 89). Under its stand-by arrangement of July 
1957, Paraguay purchased $1 million in September. 


The record of quotas of Fund members shows an in- 


crease in the quota of Honduras, from $2.5 million to 
$7.5 million. 


International Financial News Survey, written by 
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